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PREFACE

Idaho has entered its second century of statehood on solid economic ground. After nearly a decade of stop-
and-start economic performance, the 1990s closed with a much-wel comed economic expanson. While not as
sharp as the boom years of the 1970s, today's employment and income growth are exceptional in comparison
to the 1980s. Much of the current expansion results from Idaho's successful adjustment (and sometimes
difficult restructuring) of its key basic indudtries.

The State's traditiona industries such as lumber and wood products, food processing, and mining—have
become more compstitive. The high-tech sector, which includes Hewlett-Packard, Zilog, and Micron
Technology, has bucked recent nationd trends and undergone substantia expangion. In addition, the tourism
and travel sectors have benefited from past investments in such projects as the Coeur dAlene Resort, the
convention centers in Boise and Nampa, and the Kdllogg Gondola. Thus, the restructured Idaho economy is
better positioned to exploit growth opportunities that will arise in this decade, and is expected to sustain solid
growth well through the first decade of the new millennium.

A paticularly satisfying aspect of the Gem State's passage into the 1990s is the much broader base of
economic hedth in Idaho today. Tourism, high-tech manufacturing, and the commercid sectors are thriving.
After persevering through hard times, more Idahoans are enjoying the benefits of the state's economic success
on a wide geographica basis. Many of Idaho's rura communities that lagged urban growth rates during the
1980s have recently grown. And athough nearly two-thirds of 1daho citieslost population during the previous
decade, many are now rebounding.

While many changes are taking place today, other traditiond factors dill hold firm—most notably, Idaho's
economy remains directly tied to its resource base. While displaying more resilience to downturns than in the
past, these indudtries are not totaly immune from business-cycle effects. This heavy dependency on natura
resources will bring a host of chalenges as Idaho enters the new century. These include competition among
agriculture, fisheries, and expanding population, for water and energy; the environmenta impects of the
economically important mining, timber, agricultural, and tourism industries; and the many other pressures of an
expanding population on the state's natural and fisca resources.

Other factors that are externd to the state's economy will present chalenges this decade to public and private
decison makers. Public policy decisons made in Washington, D.C. affect resource industry and federd
ingdlations such as the Idaho Nationad Engineering and Environmenta Laboratory near Idaho Fdls and the
Mountain Home Air Force Base. Finding balanced and acceptable solutions to endangered and threatened
speciesissues and timber supply issues are of mgor economic sgnificance.

In order to ded effectively with these chalenges, public and private decisions need to be made with athorough
understanding of the Structure of the state's economy. It is to this end that the Idaho Economic Forecast is
directed.
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INTRODUCTION

The national forecast presented in this publication is the March 2001 Standard and Poor’'s DRI basdline
forecast of the U.S. economy. The January 2001 |daho Economic Forecast is based on the November 2000
DRI nationd forecad.

Higtoricd and predicted leves for Idaho total nonfarm employment and its goods-producing and services-
producing sectors are featured in the graph on the cover of this forecast. Idaho total nonfarm employment is
expected to rise 1.5% in 2001, 1.7% in 2002, 2.3% in 2003, and 2.6% in 2004. Employment in the goods-
producing category should contract 0.2% in 2001, expand 1.5% in 2002, 2.1% in 2003, and 2.3% in 2004.
Services-producing employment is projected to advance 2.0% this year, 1.8% next year, 2.3% in 2003, and
2.6% in 2004.

FEATURE

The emergence of large projected federa budget surpluses has sparked a vigorous political debate over how
these funds should be used. Participants in the debate often use the nonpartisan Congressional Budget Office
(CBO) basdine numbers for determining the size of the surplus. Though a point estimate is adopted, budget
projections are subject to consderable uncertainty. This article discusses the nature of this uncertainty and
presents some alternative projections constructed by CBO to illustrate the range of possible budget scenarios
that might be observed over the next decade. Kevin JLansing wrote this article. He is a Senior Economist with
the Federd Reserve Bank of San Francisco.

THE FORECAST

Alterndtive assumptions concerning future movements of key economic variables can lead to mgor vaiaions
in national and/or regiond outlooks. DRI examines the effects of different economic scenarios, including the
potential impacts of internationd recessons, higher inflation, and future Federal Reserve Board decisions.
Alternative Idaho economic forecasts were developed under different policy and growth scenarios at the
national level. These forecasts are described in the text.

Historica and forecast data for Idaho and the U.S. are presented in the tables in the middle section of this
report. Detail is provided for every year from 1985 to 2004 and for every quarter from 1998 through 2003.
The solution of the Idaho Economic Modd for this forecast begins with the fourth quarter of 2000.

Descriptions of the DRI U.S. Macroeconomic Mode and the Idaho Economic Modd are provided in the
Appendix. Equations of the Idaho Economic Modd and variable definitions are listed in the last pages of this
publication.

CHANGES

The employment data thet appear in this publication are based on monthly estimates provided by the Idaho
Department of Labor. The historical employment numbers extend through the end of 2000. The estimates for
the firg nine months of 2000 have been findized. The edimates for the last three months of that year are
preliminary. All of these data have been adjusted and converted into quarterly estimates by the Divison of
Financial Management (DFM).



These data show that 1daho nonfarm employment was weaker during the first half of last year than had been
previoudy estimated. Employment was down 157 in the first three months of 2000 and off by 1,354 in the next
three months of 2000. The Stuation reversed in the third quarter, with the new estimate 2,293 above the
previous esimate.

The tables in this forecast include the U.S. Department of Commerce's Bureau of Economic Andysis (BEA)
edimates of Idaho quarterly personal income through the third quarter of 2000. The estimates of Idaho
Quarterly income for the first and second quarters of 2000 have been revised. The BEA will release its next
round of Idaho persond income estimatesin late April 2001.

The Idaho Economic Forecast is avalable on the Internet a http://www.stateid.us/dfm/econinfo.htm.
Readers with any questions should contact Derek Santos at (208) 334-3900 or at dsantos@df m.state.id.us.
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